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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

I n  the Matter of: 

ADOPTION OF A NEW UNIFORM SYSTEM OF 
ACCOUNTS FOR KENTUCKY TELEPHONE 
COWPAN I ES 1 

ADMTNISTRATIVE 
CASE NO. 310 

O R D E R  

In its Report and Order i n  CC Docke t  No. 78-196, Revision of 

the Uniform System of A c c o u n t s  a n d  F i n a n c i a l  R e p o r t i n g  Require- 

ments for C l a s s  A and C l a s s  B T e l e p h o n e  Companies ,  released 

May 15,  1986 ,  t h e  F e d e r a l  Comunicatlona Commission ("Xu) es tab-  

l i s h e d  a new Uniform S y s t e m  of ACCOUntS for T e l e p h o n e  Companies 

(mUSoA'.) Tho new USOA, w h i c h  w i l l  replace Part 31 of the PCC's 

Rulos and Regulations, USoA for Class A a n d  B Telephone Companies, 

and Pact 33 of the PCC's R u l e s  and R e g u l a t i o n s ,  USoA for Class C 

Telephone Companies ,  vi11 be e n t i t l e d  Part 32 of t h e  PCC's Rules 

8nd Regulations, USoA for Telephone Companies  and w i l l  be i m p l e -  

~ e n t e d  on a f l a s h - c u t  basis beginning January 1, 1988. 

T h m  now USoA i8  i n t e n d e d  to improve the quality of lnfonna- 

t i o n  required i n  the c u r r e n t  f l n a n c i a l  and regulatory environment 

without imposing unreasonable or u n n e c e s s a r y  reporting r e q u l r e -  

ment8 .  The establishment of a new USoA w i l l  be affected by, or 

w l l l  have an affect on, several o t h e r  FCC dockets. The re la ted  

d o c k e t s ,  which the Commission will be reviewing i n  c o n j u n c t i o n  

with this case, are as follows: (1) CC D o c k e t  No. 84-469, 

Revision of t h e  Un i fo rm Sys tem of A c c o u n t s  for T e l e p h o n e  Companies 



to Accomodate G e n e r a l l y  A c c e p t e d  A c c o u n t i n g  P r i n c i p l e s  ( P a r t s  318 

33, 4 2  and 43 of t h e  F C C ' s  R u l e s ) ;  ( 2 )  CC D o c k e t  No. 86-111, 

S e p a r a t i o n  of Costs of R e g u l a t e d  T e l e p h o n e  S e r v i c e  f rom Costs of 

N o n r e g u l a t e d  A c t i v i t i e s  and  Amendment of P a r t  31, the Uniform 

Sys tem of A c c o u n t s  for C l a s s  A and Class B T e l e p h o n e  Companies ,  to 

p r o v i d e  for n o n r e g u l a t e d  a c t i v i t i e s  and t o  p r o v i d e  f o r  

t r a n s a c t i o n s  be tween  t e l e p h o n e  c o m p a n i e s  and t h e i r  a f f i l i a t e s ;  and  

( 3 )  CC Docket No. 66-297, Amendment of Pa r t  67 of t h e  Commiss ion ' s  

R u l e s  and  E s t a b l i s h m e n t  of a Federal-State J o i n t  Board. 

PART 32 USOA 

One of t h e  major f e a t u r e s  of t h e  new USoA is a f o u r - d i g i t  

number ing  s y s t e m  d e s i g n e d  a l o n g  t e c h n o l o g i c a l  and  f u n c t i o n a l  l i n e s  

which is i n t e n d e d  t o  p r o v i d e  greater f l e x i b i l i t y  t h a n  is a v a i l a b l e  

u n d e r  the current  t h r e e - d i g i t  number ing  s y s t e m .  

The new USoA is a two-tiered system e s t a b l i s h i n g  a less 

burdensome r e q u i r e m e n t  for C l a s s  B carriers ( a n n u a l  r e v e n u e s  of 

less t h a n  $100 m i l l i o n )  t h a n  r e q u i r e d  €or C l a s s  A carriers ( a n n u a l  

r e v e n u e s  of $100 m i l l i o n  or more.) The FCC'e Report and Order 

a l l o w s  the s ta tes  t o  i m p o s e  t h e  m o r e  d e t a i l e d  r e q u i r e m e n t s  of 

C l a s s  A carriers upon s m a l l  c o m p a n i e s  and  a l l o w s  C l a s s  B compan ies  

to  m a i n t a i n  t h e  m o r e  de t a i l ed  C l a s s  A s y s t e m  i f  t h e y  80 desire for 

sett lement purposes. 1 

CC D o c k e t  No. 86-297 proposed t o  s i m p l i f y  a e p a r a t i o n s  
p r o c e d u r e s  f o r  Class B compan ies .  
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The d i s a g g r e g a t i o n  of p l a n t  a c c o u n t s  for t h e  p u r p o s e  of 

r e f l e c t i n g  t e c h n o l o g i c a l  and  f u n c t i o n a l  d i s t i n c t i o n s  is a n o t h e r  

major f e a t u r e  of t h e  new USoA. The m o s t  s i g n i f i c a n t  aspect of 

d i s a g g r e g a t i o n  is t h e  r e p o r t i n g  for C e n t r a l  Off  ice Equipment  w i t h  

t h e  e s t a b l i s h m e n t  of s i x  a c c o u n t s  for C l a s s  A carriers and  t h r e e  

a c c o u n t s  for Class B carriers. 

One aspect of t h e  new USoA which is of c o n s i d e r a b l e  i n t e r e s t  

to  t h e  Commission c o n c e r n s  t h e  s h i f t  of costs from c a p i t a l i z a t i o n  

to expense t h a t  will r e s u l t  from the new i n s t r u c t i o n s  o n  cap f t a l i -  

z a t i o n . ’  In t h e  FCC p r o c e e d i n g ,  a wide range of estimates for 

t h e s e  s h i f t s  w a s  observed with t h e  Repor t  and O r d e r  s t a t i n g  t h a t  

s h i f t s  are expected t o  be r e a s o n a b l e  and  n o t  burdensome t o  ratc- 

p a y e r s  

The d e f e r r e d  t a x e s  a r i s i n g  f r o m  t h e  u s e  of c o m p r e h e n s i v e  

i n t e r - p e r i o d  t a x  a l l o c a t i o n  w i l l  be i n c l u d e d  i n  four a c c o u n t s  

e s t ab l i shed  by t h e  new USoA. T h e s e  a c c o u n t s  w i l l  be segregated 

between o p e r a t i n g  a n d  n o n - o p e r a t i n g  t a x e s  as w e l l  as c u r r e n t  and  

n o n - c u r r e n t  taxes.  when t h e  new USoA becomes ef f e e t  i v e ,  normal i- 

z a t i o n  a c c o u n t i n g  for mater ia l  t a x  t i m i n g  d i f f e r e n c e s  s h a l l  be 

phesed-in o v e r  a period of 5 years. 

The new USoA ortabltsher revenue  accaunta which r e t a i n  much 

of t h e  existing Part 31 r e v e n u e  a c c o u n t  s t r u c t u r e  by u s i n g  s e v e r a l  

summary a c c o u n t s ,  t h e  first three d i g i t s  of which  c o r r e s p o n d  to 

revenue a c c o u n t s  i n  t h e  c u r r e n t  t h ree -d ig i t  number ing  system. The 

The c h a n g e s  are re la ted  to t h e  a d o p t i o n  of g e n e r a l l y  a c c e p t e d  
a c c o u n t i n g  p r i n c i p l e s  - CC D o c k e t  No. 84-469. 
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new USoA r e q u i r e s  s u b s i d i a r y  records be m a i n t a i n e d  i n  order t o  

m e e t  t h e  FCC's n e e d s  for  j u r i s d i c t i o n a l  data .  

Expense  a c c o u n t s  i n  t h e  new USoA are  r e f l e c t e d  in fou r  major 

g r o u p s :  p l a n t  spec i f i c  o p e r a t i o n s ,  p l a n t  n o n - s p e c i f i c  operations, 

c u s t o m e r  o p e r a t i o n s  a n d  corporate o p e r a t i o n s .  E x p e n s e s  i n  t h e s e  

g r o u p s  are t h e n  segregated i n  s u b s i d i a r y  records for  s a l a r i e s  and  

wages, b e n e f i t s ,  r e n t s  and  other expenses. 

A n o t h e r  aspect of t h e  new USoA which interests t h e  Commission 

is t h e  a c c o u n t i n g  for t r a n s a c t i o n s  w i t h  a f f i l i a t e s .  Of s p e c i f  ic 

i n t e r e s t  is t h e  a b s e n c e  from t h e  new USoA of separate  balance 

s h e e t  a c c o u n t s  for t h e  r e p o r t i n g  of r e c e i v a b l e s  f r o m  or p a y a b l e s  

to a f f i l i a t e s .  

I n  this p r o c e e d i n g  t h e  Commission w i l l  i n v e s t i g a t e  t h e  impact 

of t h e  new USoA o n  t h e  t e l e p h o n e  c o m p a n i e s  s u b j e c t  to its j u r i s -  

d i c t i o n  and w h e t h e r  there is need for any m o d i f i c a t i o n  t o  t h e  new 

USoA In regard to t h e  r e p o r t i n g  r e q u i r e m e n t s  of t h i s  Commission.  

T h i s  O r d e r  is i s s u e d  as a means  of g e n e r a t i n g  n e c e s s a r y  in fo rma-  

t i o n  and comment on t h e  i t e m s  e n u m e r a t e d  herein. 

DISCUSSION 

A s  regards the major i s s u e s  i d e n t i f i e d  above, t h e  Commission 

w i l l  require  the f o l l o w i n g  i n f o r m a t i o n :  

1. A d e s c r i p t i o n  of t h e  manner  i n  w h i c h  t h e  new f o u r - d i g i t  

number ing  s y s t e m  w i l l  be implemen ted ,  i.e., w i l l  t h e  f o u r - d i g i t  

sys t em become t h e  company ' s  i n t e r n a l  a c c o u n t i n g  system or w i l l  t h e  

company u s e  a d i f f e r e n t  number ing  s y s t e m  i n t e r n a l l y ,  but prepare 

i t a  reports u s i n g  t h e  USoA a c c o u n t  numbers? 
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2. An est imate ,  w i t h  s u p p o r t i n g  d o c u m e n t a t i o n ,  of t h e  cost  

t o  implement  t h e  f o u r - d i g i t  a c c o u n t  number s y s t e m .  

3. For C l a s s  B compan ies ,  a n  i n d i c a t i o n  of w h e t h e r  there is 

reason t o  implement  t h e  d e t a i l e d  C l a s s  A s y s t e m  for s m a l l  compa- 

nies, and  a d e s c r i p t i o n  of a n y  p o t e n t i a l  problems or s h o r t c o m i n g s  

w i t h  t h e  l e s s - d e t a i l e d  C l a s s  B s y s t e m  and s u g g e s t i o n s  or recom- 

m e n d a t i o n s  of how t o  deal  w i t h  t h e s e  p r o b l e m s .  

4.  For C l a s s  A c o m p a n i e s  and  C l a s s  B c o m p a n i e s  i n t e n d i n g  to 

u s e  t h e  C l a s s  A s y s t e m ,  p r o v i d e  a n  estimate,  w i t h  s u p p o r t i n g  

d o c u m e n t a t i o n ,  of t h e  cost of d i s a g g r e g a t i n g  p l a n t  a c c o u n t s  w i t h  a 

separate estimate of t h e  cost of d i s a g g r e g a t i n g  c e n t r a l  off ice 

e q u i p m e n t  . 
5.  Based o n  t h e  new USoA's i n s t r u c t i o n s  o n  c a p i t a l i z a t i o n ,  

provide a n  e s t i m a t e ,  w i t h  s u p p o r t i n g  d o c u r n e n t a t i o n ,  of the 

e x p e c t e d  s h i f t  of costs f rom c a p i t a l i z a t i o n  t o  e x p e n s e  on an 

a n n u a l  basis  by a c c o u n t .  

6 .  For C l a s s  A c o m p a n i e s ,  t h e  t o t a l  e x p e c t e d  a d d i t i o n a l  

a n n u a l  r e v e n u e  r e q u i r e m e n t  r e s u l t i n g  from a complete a d o p t i o n  of 

t he  new a c c o u n t i n g  s y s t e m  for t h e  c a l e n d a r  y e a r  1986,  and t h e  

a n t i c i p a t e d  c h a n g e s  for  t h e  c a l e n d a r  y e a r s  1987 and  1988 ,  u s i n g  

b u d g e t e d  figures. 

7. P r o v i d e  a n y  a d d i t i o n a l  comments,  t e s t i m o n y  or other 

r e l e v a n t  i n f o r m a t i o n  c o n c e r n i n g  t h e  new USoA, its e f f e c t s ,  its 

i m p l e m e n t a t i o n  and  w h e t h e r  a n y  m o d i f i c a t i o n  is n e c e s s a r y  for  

r e p o r t i n g  t o  t h i s  Commisaion. 



SUMMARY 

The Commiss ion ,  after c o n s i d e r a t i o n  of the e v i d e n c e  of r e c o r d  

and being a d v i s e d ,  is of the o p i n i o n  and f i n d s  t h a t :  

1. T h i s  case s h o u l d  be e s t a b l i s h e d  i n  order to ob ta in  

i n f o r m a t i o n  o n  the i s s u e s  e n u m e r a t e d  i n  t h i s  O r d e r  c o n c e r n i n g  t h e  

new USoA. 

2. A l l  u t i l i t i e s  under t h e  j u r i s d i c t i o n  of this C o m m i s s i o n  

wh ich  w i l l  be s u b j e c t  to t h e  reporting r e q u i r e m e n t s  of the new 

USoA s h o u l d  f i l e  i n f o r m a t i o n  as o u t l i n e d  i n  t h i s  O r d e r  and  any 

a d d i t i o n a l  t e s t i m o n y  i n  this matter w i t h i n  4 5  d a y s  from t h e  date 

of t h i s  O r d e r .  

3. Any i n t e r e s t e d  par t ies  s h o u l d  be i n v i t e d  t o  f i l e  infor- 

m a t i o n ,  t e s t i m o n y  or comment o n  t h i s  matter w i t h i n  60 days from 

t h e  date of t h i s  O r d e r .  

IT IS THEREFORE ORDERED t h a t :  

1. T h i s  case be and it h e r e b y  is e s t a b l i s h e d  as set o u t  i n  

F i n d i n g  No. 1 of this O r d e r .  

2.  The a f f e c t e d  u t i l i t i e s  and i n t e r e s t e d  parties shall f i l e  

any information, t e s t imony  or comment a c c o r d i n g  to  Pindings Nos. 2 

and 3 of t h i s  Order. 

Done a t  Frankfor t ,  Kentucky ,  t h i s  4th day of Mmch, 1987. 

PUBLIC SERVICE COMMISSION 

Al"E23f t 

Executive Director 


